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PANAMA: KEY ECONOMIC INDICATORS 


(All Values in $ million, except as noted) (Exchange rate: US$1.UU=1 Balboa) 


1985 1986 


Domestic Econon 
Population (millions) Z 2.18 
GDP (current prices) 4,901.1 
GDP (constant 1970 prices) 2,008.4 
Real GDP Growth (%) 4.7 
GDP per capita (current $) 2,248.2 
Consumer Prices (% change) lea 
Wholesale Prices (% change) -U.4 


Production and loyment 
Labor Force 11 b0G*s) ‘ 714.2 


Unemployment (%) 11.8 
Industrial Production Index (1981=100) 99.8 


Balance of Payments and Trade : 
Exports (£.0.b.) 301.2 
U.S.Share 182.2 
Imports (c.i.f.) 1,391.3 
U.S.Share 437.0 
Principal Exports (f.0.b.): 
Bananas 
Shrimp 
Coffee 
Sugar 
Clothing 
Petroleum Products 
Colon Free Zone Trade Volume 
Current Account Balance 
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Banking (as of Decenber 31) 
Domestic Credit Outstanding 3,763.5 3,923.4 
Domestic Credit Extended 6,043.8 6,486.2 
Domestic Deposits 3pataed 3,711.0 
Off-shore Deposits 26,689.0 28,316.U 


Public Sector Debt and Finances 

External Debt Service 587.9 508.3 

External Debt Outstanding (end of year) 3,644.3 3,641.8 

Debt Service as % of export of guous 36.U 29.7 

and nonfactor services 

Central Government Current 665.6 964.U 1033.8 
Revenues 

Central Government Current 977.8 1162.1 151U.1 
Expenditures 

Public Sector Deficit 266.4 154.2 2c2 


Panama Canal 
Oceangoing Transits * 11, 384 11,654 
Total Cargo (Millions of lony tons) * 140.8 138.9 
folls Revenue * 269.2 3UU.8 
Gross Income flow to Panama 
from Canal Area USG Ayencies 47b 525 


* U.S. fiscal year data 


Data are based on information provided by the Contraloria General de Pananha, 
the Panama Canal Commission, and the U.S. Embassy Panaia. 





Summar y* 


Two and one-half years of modest economic growth ended in June 1987, 
with the beginning of the internal Panamanian political crisis. 

Real GDP growth was 2.7 percent in 1986 and about 2.5 percent for 
the first half of 1987. However, overall GDP growth for 1987 should 
be negative (by at least 1-2 percent). The retail trade for 
consumer and capital goods, the construction and manufacturing 
sectors, and tourism have been most seriously affected by the 
economic contraction. Improvement in Panama's economic situation is 
widely considered to be directly linked to resolution of the 
internal political crisis. Panama's economic downturn results from 
a banking liquidity crisis which rocked the 12 Panamanian-owned 
general license banks from July to early October. In June First 
Chicago Bank, the largest offshore bank in the country, announced 
its planned departure from Panama. 


The government fiscal situation seriously deteriorated in 1987. ‘the 
July 1985 International Monetary Fund (IMF) 90 million SDR (Special 
Drawing Rights) stand-by agreement with Panama expired at the end of 
March 1987. Conclusion of a new agreement with the IMF is somewhat 
dependent on Panama's implementation of the World Bank's 196 
Structural Adjustment Loan (SAL-II) conditions, especially a 
comprehensive social security program, now largely ignored or 
sidetracked as a consequence of the political crisis. ‘the 
government defaulted on its obligations to foreign government 
lenders in June 1987. However, it continued to repay some interest 
on the debt owed to foreign commercial banks under a roll-over 
agreement reached in August 1987, which runs through March 198%. 

The government's fiscal deficit, which has steadily been reduced as 
a percentage of the GDP each year since 1983, will significantly 
increase in 1987 and 1988. 


Bilateral relations are strained due to setbacks in Panama's 
democratization and the attempts of the Government of Panama to 
place the blame for its internal difficulties on others, especially 
the United States. At no time, however, has the current strain 
jeopardized the United States' commitment to comply with the 1977 
Canal Treaties, through which the United States retains primary 
respon- sibility for both the operation and defense of the Canal 
until the year 2000. Economic ties between the two nations are 
broad and remain strong. Canal area U.S. Government agencies spend 
more than $5 billion yearly in Panama. In addition, Panama is a 
major site for U.S. investment in Latin America. ‘total U.S. 
economic and military assistance to Panama in FY 1987 was $12 
Million. New U.S. economic and military assistance to the 
government has been suspended, but economic assistance continues 
with the private sector. Panama is a designated beneficiary country 
under the U.S. Caribbean Basin Initiative (CBI). Although 
nontraditional exports to the United States receiving direct 
benefits from the CBI more than doubled from 1985 to 1986, Panama 
lags behind its neighbors in taking advantage of this progran. 


*This report was prepared in December 1987. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Panama's gross domestic product (GDP) in 1986 (at current prices) 
was $5,121.2 million, up 2.7 percent from 1985. Per capita GDP 
amounted to $2,296.4, up 0.6 percent. Real growth for 1986 expanded 
in all sectors of the economy except for agriculture and the oil 
pipline: 


MAIN COMPONENYS OF GDP (1986) 
Percent of Total Growth (3%) 


Finance and Real Estate 
Government Services 12.9 
Commerce, Restaurants, Hotels 12.4 
Agriculture 
Panama Canal 
Manufacturing 
Pipeline 
Construction 
Colon Free Zone 
Utilities 
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Banking: At year-end 1986, the 130 financial institutions operating 
in Panama held $40.3 billion in assets ($39 billion in 1985) and 
employed some 9,000 individuals. Deposits in the local banking 
system increased 14.1 percent for the first 6 months of 1987, from 
$3.85 billion to $4.4 billion. In June, the First National Bank of 
Chicago, the largest foreign bank in Panama, announced its planned 
departure, and more than $3 billion in largely offshore booking 
assets left the country. In addition, the onset of the political 
crisis precipitated major capital flight resulting in a liquidity 
Crisis in the banking system. A depositor run on the 12 locally 
owned Panamanian banks began in July and accelerated in August. ‘the 
Capital flight from these banks reached about $450 million by the 
end of September, and $500 million - $1 billion in other capital may 
also have left the country. Inflows and outflows of the local 
banking system stabilized by early October as a result of assistance 
provided by four U.S. banks with branches in Panama. However, the 
liquidity crisis has caused a sharp curtailment and a cancellation 
of much new commercial mortgage and agricultural credit. ‘tourism 
has been off since June about 30 percent. GDP, which increased 
about 2.5 percent in the first half of 1987, will be negative in the 
second half of 1987. As a consequence overall GDP in 1987 could be 
zero or negative by at least 1-2 percent. 


Pipeline: The drop in the international price of and worldwide 
demand for petroleum affected use of the transisthmian oil pipeline 
in 1986. Flow-through dropped about 10 percent to 564,UUU barrels 
per day. An improvement in price and firmer dewand for the first 
half of 1987 has upped utilization to an average of 610,000 barrels 
per day. However, utilization was down in September, and prospects 
for increased utilization in 1988 are slim in light of 





increased consumption of Alaskan crude on the U.S. West Coast anu 
increased use of U.S. pipelines for transportation of Alaskan crude 
to the U.S. East Coast. 


Construction: Construction improved 5 percent in 1986, contributing 
$91.2 million to GDP. Electricity and water consumption were up 6.5 
and 4.3 percent, respectively. Permits for construction during the 
first half of 1987 totaled $119.7 million, a 3.85 percent increase 
over 1986 due in part to consumer desire to utilize taxes incentives 
and preferential interest rates applicable on certain residential 
contructions if completed by the end of 1987. Electricity 
production was up 3.2 percent the first half of 1987 although 
blackouts were frequent in the Panama City-Colon corridor during the 
unusually severe dry season (February-April) which limited 
electricity generation. Only a portion of mortgage loan 
applications for residential contruction made before the political 
crisis began in June have been or are being approved. New mortgages 
have been put on hold due to a general retrenchment in bank 

lending. Similarly, building contractors have seen their lines of 
credit cut off or sharply curtailed. 


Manufacturing: The manufacturing sector represents only 8.9 percent 
of Panama's GDP and is oriented primarily to supplying the domestic 
Market. Food processing represents the largest component of the 
sector ($52 million in 1986), although clothing, beverages, tobacco, 
petroleum products, chemicals, and construction materials are also 
important. Manufacturing registered modest growth during 1986, with 


the value of production reaching $182.8 million. ‘this sector was up 
3.8 percent during the first quarter of 1987, down 1.4 percent the 
second quarter, and is expected to be down the balance ot 19%7 since 
local Panamanian banks have reduced lines-of-credit to 
Manufacturers. This sector, now under increased stress, continues 
to resist the full application of a World Bank wandated lower tariff 
schedule designed to promote etficiency in production. 


Panama Canal: Panama Canal toll revenue grew 7.3 percent and net 
tonnage was up 7.9 percent during U.S. fiscal year 1986. In the 
year ending September 1987, total oceangoing transits rose to 
12,313, total caryo to 148.9 million long tons, and toll revenues to 
$329.86 million. Transits through the Canal continue as usual 
despite Panama's internal political crisis. 


Agriculture: The agricultural sector registered negative growth in 
1986. Banana exports were down because of strikes early in the 
year. Sugar export declined to $20.1 million with the cut in the 
U.S. sugar quota; they will be further reduced in 1987. Excess 
sugar had to be sold on the world market at a price less than half 
the cost of production. However, the Government ot Panama failed to 
conclude Section 416 agreements with the United States under which a 
country is compensated with U.S. commmodity products tor its loss in 
foreign exchange resulting from a reduction in the U.S. sugar 

quota. Exports of coftee almost doubled in 1986 because of sharply 





higher world prices and no quota restrictions for most of the year. 
In 1987, however, coffee producers have been hard hit from the steep 
fall in prices. Melon exports became an important nontraditional 
export crop in 1986 and early 1987. While corn, rice, and sorghum 
productions have improved, Panama continues to depend on imports for 
its requirements for milk, vegetable oil, protein meal, and wheat. 


Fishing: The fishing industry set new records in 1986 for shriwp, 
anchovy, and scallop production, with total exports exceeding $9U 
iillion. Shrimp exports to the United States reached 8.5 million 
tons, an ll percent increase over 1985, for a value of $68 million. 
Scallop exports totaled $31.1 million, with Panama beiny the major 
Latin American supplier to the U.S. market. Due to the fall of 
world prices, exports of fish meal and oil fell sharply to $2 
Million in 1986, but may reach $3 million in 1987. Overall 
prospects for the fishing sector appear relatively good into 198%. 


Wages and Labor: In 1986 the total economically active population 
numbered 719,023, or 55.7 percent of the total population over the 
age of 15. Employed workers, nulmbering about 645,400, were 
distributed in the following sectors of the economy: 


Sector Percent of ‘total 


Agriculture, forestry, and fishing 28.6 
Government and community services 28.4 
Commerce, restaurants and hotels 
Manufacturing and mining 
Transportation, and communications 
Construction 

Finance, insurance, and real estate 
Panama Canal area 

Electricity, gas, and water 

Other 

TOTAL 


gas 
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Unemployment was estimated by the government at 10.2 percent for 
1986, slightly down from the 11.8 percent registered at the end ot 
1985. (Unofficially, however, it is acknowledged that unemployment 
by some working definitions may approach 20 percent nationwide. ) 
Official statistics place underemployment at an additional 9.7 
percent of the country's potential work force. Given the current 
2.23 percent rate of population growth (the potential labor force is 
expanding by over 3 percent each year), and the negative growth 
which may be registered in 1987 as a result of contraction of 
economic activities during the second half of 1987, unemployment may 
approach 12-14 percent by the end of 1987. Further contraction of 
the economy in 1988 will further dampen prospects for the 23,00U new 
job seekers entering the labor force. 


Given the country's low rate of inflation, Panama's minimum wage 
scale is infrequently adjusted upward. In February 1983, the 





metropolitan area minimum wage was set at 78 cents per hour, but 
this represents less than half the actual average hourly earnings in 
industry. Actual hourly wages approximate $1.77, with about 43 
percent of this amount representing fringe benefits. ‘the monthly 
average salary in the private sector is approximately $4U0. In 
general, salaries, particularly white-collar salaries, in Panawa are 
significantly higher than those found in neighboring countries. 
About 17 percent of the employed work force are members of labor 
unions. Literacy in the total work force is high, reachiny about 68 
percent of the population. 


In March 1986, in spite of opposition from oryanized labor, the 
government modified the national labor code, in an move to reduce 
producers' labor costs and protectionism and to promote investment 
and job creation. These labor reforms -- directed principally at 
small businesses, agro-industrial enterprises, and export industries 
-- provide for compensation on a piecework basis, lower overtile 
rates, the exclusion of bonuses from calculations used to deterwine 
the level of fringe benefits, and reduction of the length of the 
employee probationary period. 


Inflation: Because Panama is a dollar economy, growth in prices is 
generally linked to that of the United States. Inflation in Panama 
was extremely low in 1986; the consumer price index fell U.1 
percent; wholesale prices declined 16 percent. However, a modest 
increase in these indices (2-3 percent) is expected for 1987. 


Foreign Trade: Panama's merchandise exports rose &.4 percent in 
1986, with increases registered for shrimp, coffee and textiles, and 
declines in sugar and bananas. Imports fell 10 percent, due 
principally to the declining value of crude oil shipments. Export 
performance for 1987 will be mixed, with declines in shipments of 
petroleum products, sugar, and coffee offset by modest increases in 
the export of bananas and nontraditional goods, especially 

textiles. In October, Panama concluded a textile agreement with the 
United Stated limited to wool and man-made fiber sweaters 
(Categories 445/446 and 645/646). the U.S. Export-Import Bank 
(Eximbank) and U.S. Department of Agriculture short-term credit (GSM 
102 and 103) programs have been suspended to the Panamanian 
Government and its decentralized agencies/enterprises, but these 
programs remain open to the Panamanian private sector on a 
case-by-case basis. 


Colon Free Zone total trade turnover, although still lower than its 
1981 peak of $4.3 billion, increased 24.2 percent in 1986 to $4.2 
billion, spurred by modest economic improvement througnout the 
hemisphere, particularly increased consumer demand in Colombia and 
Venezuela. Trade turnover for the first 9 months of 1987 was up 1.7 
percent and for the year probably will at least equal the level 
reached in 1986. 


Canal Area Income to Panama: The estimated total income to Panama's 
economy from U.S. Government activities in the Canal area in 1986 
was $531.7 million, a 1.3 percent increase over 1985. ‘the 





largest component, wages and salaries paid to non-U.S. citizen 
employees (an average of 12,694), amounted to $213.3 million, while 
procurement of goods and services totaled $92.2 million. Canal 
Treaty payments during 1986 ($78.7 million) rose 2.5 percent over 
the previous year. For the first half of 1987, Canal area income 
for wages and salaries paid to non-U.S. citizen employees (13,103) 
rose to $107.8 million. Canal transits, operations, toll revenues 
and their benefits to the Panamanian economy remain unaffected by 
the internal Panamanian political crisis. 


Public Sector Debt and Government Finances: Panama's public sector 
external debt stood at $3.8 billion at the end of 1986, up 4.9 
percent over 1985. ‘this debt is equivalent to 76 percent otf GDP, 
and debt service during the year represented 28 percent of the 
export of goods and nonfactor services and 32.2 percent of public 
sector receipts. Part of Panama's debt problem stems from a 
long-standing need to finance planned fiscal deficits. Fiscal 
policy is particularly crucial since Panama uses the dollar as its 
currency. As a result, the government has little ability to make 
monetary adjustments to steer the economy. When the government 
began its stabilization program in 1983, the public sector deticit 
was 10.7 percent of GDP. This figure was reduced to 1.2 percent in 
1986. The July 1985 International Monetary Fund (IMF) 9U million 
SDR (Special Drawing Rights) stand-by agreement with Panama expired 
at the end of March, 1987. The government defaulteu on its 
obligations to official government institutions in June 1987, and it 
has requested a Paris Club negotiation of this debt. Such a 
rescheduling normally requires prior agreement with the IMF. ‘he 
government, however, continued to repay some interest on the debt 
owed to foreign commercial banks under a roll-over (moratorium) 
agreement reached in August 1987, which runs through March 1988. 


Panama and the World Bank (IBRD) completed a second Structural 
Adjustment Loan (SAL-II) in December 1986, providing tor the 
immediate disbursement of a $50 million tranche, with the remaininy 
$50 million tranche dependent on completion of agreed reforms. As 
part of the SAL-II agreement, the government passed a tripartite 
reform package in March 1986, which lowered tariff protection of 
domestic industry, loosened the country's restrictive labor code, 
and established tax and export incentives in the agricultural 
sector. Further measures, including the lifting of price controls, 
the cutting of agricultural subsidies, privatization of state 
enterprises and improvement of government financial operations were 
continued through June 1987. However, the largest remaining SAL II 
reform measure, a comprehensive social security reform program, 
remained politically intractable. Conclusion of a new IMF ayreement 
is dependent on the Government's implementation of SAL-II's 
conditions. 


Most of the reduction in the public sector deficit stems from the 
contraction in capital outlays and only 25 percent from an increase 
in current savings. Public sector savings in 1986 and 1987 have 
resulted from improvements in tax administration and the sales of 





several public sector enterprises. The public sector deficit, 
however, may approach 3-5 percent of GDP in 1987 as a consequence of 
increased government expenditures partly due to failure of the 
government to reduce the number of employees on the payroll tor both 
the central government and decentralized aygencies/enterprises. 
Thirty-eight percent of the central government expenditures are for 
government salaries. The government has presented to the National 
Asselbly a considerably reduced 1988 budget, with major cuts 
programmed in capital expenditures for both the central government 
and decentralized agencies/enterprises. 


Total U.S. economic and military assistance to Panama in FY 1987 was 
cut to $12 million; $8.4 million was in economic assistance and $3.6 
million in military assistance, of which included $618,000 for 
military training. New U.S. economic and military assistance to the 
government has been suspended, although scholarships, training 
programs, and other private sector assistance continue. Economic 
programs (Eximbank, USAID, OPIC, and GSM 102, and 103) continue to 
the private sector. 


Implications for the United States: The United States is Panana 
single most important trading partner; U.S.-Panamaian trade, 


including goods passing through the Colon Free Zone, totals more 
than $1 billion a year. U.S. exports to Panama include a wide 
variety of capital goods, raw and semiprocessed materials for 
industry, agricultural commodities, and consumer goods. Panama 
Ships bananas, shrimp, sugar, coffee, brooms, mops, tobacco, and 
clothing to the United States. 


Panama is in a unique position for traders seeking to enter the 
Latin American market. The presence of the Panama Canal, the use of 
the U.S. dollar as legal tender, a large international bankiny 
center, the operation of the Colon Free Zone, and Panama's 
designation as a beneficiary of the Caribbean Basin Economic 
Recovery Act combine to offer attractive commercial opportunities. 


Export Opportunities: Given projections for the economy during tne 
next year, government revenues budgeted for capital expenditures are 
reduced, and financing for capital improvements is uncertain. 
Government investment spending since June has been winiwmal. 
Nevertheless, the government is still seeking funding for critical 
infrastructural development projects, often with the assistance of 
the international financial institutions such as the world Bank and 
the Inter-American Development Bank (IDB), but will have difficulty 
finding internal resources to support such projects. 


Although Panama has no global development plan, the state-owned 
utilities, INTEL (Instituto Nacional de Telecomunicaciones), IkHE 
(Instituto de Recursos Hidraulicos y Electrificacion), IDAAN 
(Instituto de Acueductos y Alcantarillados), and APN (Autoridad 
Portuaria Nacional), all routinely project their needs up to 5 years 
into the future. By learning what is contemplated in these plans, a 
supplier can anticipate needs and even suggest the 
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technology for projects before tender offers are made. All utility 
planning departments welcome visits from long-term potential 
suppliers. They also appreciate plant tours in the United States to 
acquaint themselves with U.S. technology. U.S. suppliers can 
enhance their ability to win contracts by following up on these and 
Other trends highlighted by the Embassy. 


Agriculture: The Ministry of Agriculture, through the IDB, 
continues to finance several irrigation projects for the provinces 
of Chiriqui, Veraguas, and Los Santos. The projects call tor the 
supply and installation of water systems to benefit these areas 
where local farmers expect to harvest nontraditional crops tor the 
export market. Additionally, the ministry is considering the 
procurement of some funds for lending to small- and medium-size 
farmers. The government hopes to provide funding through the Ayro 
Development Bank, but prospects here are uncertain. Farmers plan to 
buy some farming equipment and cattle for the dairy industry. 


IRHE: IRHE has budgeted $50 million to purchase two 30 MW gas 
turbines during 1987-90. The utility is also consideriny the 
feasibility of building two 75 MW coal burning plants with the help 
of Japanese technical assistance. It is currently facing very 
severe maintenance problems. Most of the agency's old generating 
equipment needs to be repaired or replaced, for which IKHE expects 
to obtain some international financing. 


INTEL: The state-owned telecommunications agency has developed a 
$116 million 5-year (1987-91) investment plan calling for the 
acquisition of 60,000 new telephone lines and digital switchiny 
equipment. The agency is also studying proposals for the 
establishment of a nationwide radio link, which would connect 
existing lines with a new fiber optics network. For 1988 INTEL is 
expected to call for the procurement of about 28,000 household 


telephones and for the replacement of three electronic telephone 
Switching stations. 


Ports: Panama's National Port Authority (APN) continues to expand 
its facilities at the Ports of Balboa and Cristobal. APN has 
installed a second crane at Cristobal. For 1988, APN is expected to 
call for the acquisition of port handling equipment to be used at 
the ports of Balboa and Cristobal. ‘The bidding is expected tou take 
place in the first quarter of 1988. 


Transisthmian Transport: Panama is currently considering several 
projects which will upgrade transisthmian transport. ‘the government 
has recently contracted a feasibility study for the execution ot the 
"Center Port" concept -- the integration of advanced container 
handling facilities at the Pacific and Atlantic sides ot the Canal 
with an upgraded land bridge transport system. In support of this 
effort, the badly deteriorated national railroad is examining the 
possibility of procuring consulting services to perform traffic 
studies. In early 1987, the Governments of Panama, the United 





mt 


States, and Japan formed a Commission for the Study of Alternatives 
to the Panama Canal. The study will cost $20 million and will last 
approximately 5 years. 


Textile and Textile Equipment: Panamanian officials and private 
sector entrepreneurs have demonstrated considerable interest in the 
U.S. Govern- ment's 807-A program ot guaranteed access levels for 
clothing produced from textiles woven and cut in the United States. 
U.S. firms are looking for alternatives to Far Eastern sources of 
clothing, and the Panamanian textile industry, which currently 
employs over 5,700 workers, may be able to fill this need, perhaps 
complementing already established facilities in the Colon Free 
zone. A textile agreement with the United States covering wool and 
man-made cotton fibers is now operational. Imports of textile 
equipment currently total over $2.5 million each year. ‘This market 
could increase to $3.5 million over the next 2 to 3 years. 


Health Care: In mid-1987, the Government of Panama obtained a loan 
from the French Government for the new San Miguelito hospital. ‘rhe 
INajority of the equipment is expected to be French. ‘The Government 
of Panama expects the actual construction to start by 1988, with a 
completion date of mid-1989. It hopes to secure from IDB the $26 
Million for the proposed La Chorrera Hospital. 


The private health sector remains active, and the two wain private 
hospitals continue to expand their bed capacity and upgrade present 
facilities. The Paitilla Hospital has acquired a number of modern 
and expensive pieces of equipment, e.g., nuclear medicine eyuipment, 
and is presently considering the installation of a central 
diagnostic center to render services to private hospitals of 
neighboring countries. The demand for U.S. health products and 
equipment should be strong in the next 3 years, as local buyers are 
well versed in U.S. product technology, development, and 
diversification. Japanese and Europeans firms, however, continue to 
Make inroads into the market, by actively promoting their products 
with financing and training packages. 


Printing and Graphic Arts Equipment: The 1986 market for printing 
and graphic arts equipment was estimated at about $6.2 million, with 
U.S. firms holding a 30 percent market share. The market is 
expected to increase by as much as 25 percent by 1988, as local 
firms seek to purchase modern offset and multi-color equipment to 
upgrade their operations. The annual sales volume of the graphic 
arts industry in Panama is approximately $20 million, including 
labels for consumer products, brochures, continuous forms, checks, 
newspaper office supplies and boxes. Due to the presence of large 
numbers of banks, insurance companies, lawyers and accountants, the 
quality of printing services here is high. The local marketing 
network for printing equipment is handled primarily by office supply 
dealers who maintain perma- nent stocks. Often these dealers 


perform consulting services and provide in-house repair service to 
clients. 
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Investment Climate: The near-term potential for investment in 
Panama is no longer as bright it was before June 1987. Lack of 
confidence in the political situation combined with a scarcity of 
local capital make such ventures more problematical. Nevertheless, 
the Government of Panama continues to welcome foreign private 
investment and has demonstrated its commitment by providing tax and 
other incentives, particularly for export industries. the National 
Investment Council provides the potential investor targeted studies, 
fields investment-seeking missions, and expedites project 
applications and authorizations. The Institute for Foreign Trade 
actively promotes exports at international trade fairs and through 
other means. Overseas Private Investment Corporation 
programs/guarantees remain open to the Panamanian private sector. 


The U.S. Department of Commerce reported that U.S. investment in 
Panama totaled $4,352 in 1986. Some of this amount represents 
offshore investment in U.S. subsidiaries registered in Panama. ‘the 
Embassy estimates an asset value of about $1.5 million. This 
investment is concentrated in petroleum refining and pipeline 
activities, agriculture, fishing, and food processing; and banking, 
finance and related services. New investors must weigh 
realistically positive incentives such as the use of the dollar, the 
presence of the banking center, absence of exchange controls, and a 
liberal tax code in light of the changed political situation. 


Panamanian investors actively seek cooperation in establishing 
operations linked with exports to the United States. Such 
cooperation can take the form of joint-venture capital, market 
counseling, export contracts with U.S. importers, trade financing, 
and management consulting. In short, Panamanian investors look for 
partnerships with U.S. investors with existing market outlets in 
Order to take advantage of the duty-free entry of Panamanian yoods 
into the United States under the Caribbean Basin Inititative. 


The most promising investment opportunities in Panama appear to lie 
in the areas of agriculture and agro-processing (e.g., Panama's 
rapidly expanding shrimp farming industry or the provision of 
specialty fruits and vegetables, and cut flowers to the U.S. 
Market); light assembly operations (such as electronic eyuipment ) 
and clothing. Projects in the underutilized forestry and mineral 
sectors may also be worth investigating. The government's continued 
privatization of state enterprises (e.g. a citrus plantation, and 
Sugar mills) may also require foreign capital. 


For Further Information: The U.S. Embassy in Panama, in cooperation 
with the Departments of Commerce, Agriculture, and State in the 
United States, stands ready to assist exporters, investors, and 
Others from the United States interested in broadening 
U.S.-Panamanian commercial and investment relations. those in the 
United States should make the nearest Department of Commerce 
district office their first point of contact. In addition to 
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providing general briefing materials, the district office trade 
specialists can field specific requests for information using 
theAgent/Distributor Service (ADS), credit reports on individual 
Panamanian importers or prospective agents (WTDR), recent market 
research studies, and guidance on upcoming trade exhibitions, trade 
missions, technical seminars, and cataloy exhibitions. ‘the country 
specialists for Panama in the Department of Commerce's International 
Trade Administration the Department of State, and the Foreign 
Agricultural Service (USDA), can also be valuable sources of 
assistance. Business visitors to Panama are invited to make an 
appointment to meet with the U.S. and Foreign Commercial Service 
Officer assigned to Panama, and/or Embassy Economic Officers. ‘hese 
officers are prepared to offer all appropriate assistance, including 
suggesting possible appointments and contacts, and providing 
background information on commercial and economic issues. The 
Embassy is located on Avenida Balboa y Calle 38 -- mailing address: 
Box E, APO Miami 34002 -- telephone: 27-1777. 
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Wouldn't it be nice to have a 
Washington staff to keep you 
up-to-date on all you need to 
know to steer your exporting 
business on the fast track to 
success? 

Have the next best thing. Have 
BUSINESS AMERICA, our 
biweekly business magazine 
designed especially for firms like 
yours—American exporters who 


want to grow, and American 
businesses ready to enter the 
lucrative world of exporting. 
BUSINESS AMERICA is 
more than a magazine. It’s 
virtually an exporter’s service. 
We give you country-by-coun- 
try marketing reports, incisive 
economic analysis, worldwide 
trade leads, advance notice of 
planned exhibitions of U.S. prod- 


- - 


Your Staff in Washington 


ucts worldwide, and success sto- 
ries of firms like yours. We'll 
keep you posted on what's hap- 
pening in government and on 
Capitol Hill that could affect 
your business and your profits. 
A subscription to BUSINESS 
AMERICA will put our export- 
ing experts at your fingertips— 
we give the phone numbers of 
our authors in every issue so you 


Mail to: Superintendent of Documents, U.S. Government Printing Office, 
Washington, D.C. 20402 


L1Yes! 


Name 
Organization 
Address 
City 


DOC/BAI 
8/84 


State 


Country 


I want to put BUSINESS AMERICA to work for me. Send me the 
next 26 issues (one year) for only $57 ($71.25 foreign). 


O 
L 


2 


can call with your specific ques- 
tions, and get the answers you 
need to make savvy exporting 
decisions. 


Put BUSINESS AMERICA to 
work for you. Use the order form 
below to start your subscription 
today. 


US. DEPARTMENT OF COMMERCE 
International Trade Administration 


Here’s my check made out to the Super- 


intendent of Documents. 


Charge my VISA or MasterCard No. 


CITT TTT Titi titty 





(Signature) 





(Expiration Date) 





Let Us Be Your Guide... 
Commerce 
Publications 


Update Te 


... to the latest publications and press 
releases on business, the economy, trade, 
census trends, scientific and technical 
developments, and related topics from the 
U.S. Department of Commerce. 


Every 2 weeks, Commerce Publications 

Update lists dozens of new titles from the 

International Trade Administration, Census 

Bureau, National Bureau of Standards, 

National Oceanic and Atmospheric ) 
Administration, and other areas of the 


Department. Each listing includes number 
of pages, price, and complete ordering 
information and—in the case of major 


reports—a brief description of the 
contents. 


The price of an annual subscription to the 
Commerce Publications Update has been 
sharply reduced from $31 to $17. Now is an 
ideal time to begin taking advantage of this 
easy-to-use guide to a broad range of 
Government information. 


Enter your subscription to the Commerce 
Publications Update by completing and 
mailing the order form below, today. 


NUTT Nd 
USAY *1,ha9 


Superintendent of Documents Subscriptions Order Form 


Order Processing Code:  —— 
Charge your order. Gay 

* 6370 wits easy! a 

[| YES ® please send me the following indicated subscriptions: 


—____Subscriptions op COMMERCE PUBLICATIONS UPDATE, for $17.00 each per year. 


1. The total cost of my order is $ . All prices include regular domestic postage and handling and are subject to change. 
International customers please add 25%. 


Please Type or Print 


2. Coma ee ews 3. Please choose method of payment: 
eae ) L | Check payable to the Superintendent of Documents 


(Additional address/attention line) (J GPO Deposit Account BaaLane +{_] 


[_] VISA, CHOICE or MasterCard Account 


ee RERESSSERRKKRR HEED © 


(City, State, ZIP Code) snnemnsmreniancaiaianiemiiiains Thank you for your order! 
( ) (Credit card expiration date) wars 


(Daytime phone including area code) 
(Signature) 


4. Mail To: Superintendent of Documents, Government Printing Office, Washington, D.C. 20402-9371 
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